LEVI STRAU 
SS & CO. 19 
- 1979 ANNUAL 
REPORT 


RELA LRA 


RAS 


LEVIS 


LEVI STRAUSS & CO. 


Levis 


JEANSWEAR 


Levis 


ACTIVEWEAR 


Quality never goes out of style. 


Jeans and fashion jeans, jackets, vests, 
shorts and western wear. 


Boys’ and girls’ jeans and pants, jackets, 
shirts, knit tops, activewear, Koveralls™, 
and vests. 


Dress and casual slacks, sports jackets, 
Suits, vests, shirts, sweaters, and 
outerwear. 


Women’s sizes, Young Misses, Juniors, 
Traditional Misses and Tops. 


Men's and women’s dress and casual 
belts, wallets, caps, hats and luggage. 


Men's and women’s runningwear, tennis 
and racquetwear, skiwear, warmups and 
all purpose sports apparel. 


Shirts and knit tops. 
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LEVI STRAUSS CANADA 


Ine Canadian division. of Levi Strauss International 


is made up of both Levi Strauss Canada and GWG. 


Sales figures include both GWG's and Levi Strauss 


Ganada"s sales. 


Dollar anounts. in millions (U.S.) 
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increase 
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Early in’ 1961.,.Levi Strauss: and Company of 


San Francisco acquired a majority interest in 
GWG. In 1972 GWG became a wholly-owned subsidiary 
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FINANCIAL HIGHLIGHTS 


(Dollar Amounts in Thousands Except Per Share Data) 


%Increase 


Fiscal Year 1979 1978 (Decrease) 
Net Sales $2,103,109 $1,682,019 25.0% 
Net Income SHIGE S 4 2S 9 144-969 BZA 
Dividends Declared 0371 S497 Z 15:5 
Stockholders’ Equity 560817190) eS. 5/5,3:18 18.4 
Working Capital Ss Seyi ie! aS. sya les 944 6.8 
Property, Plant & Equipment—Net Seice 495 Ss) 14319 234 
Average Common and Common 

Equivalent Shares Outstanding 41789056 44229372 (5-5) 
Per Share 

Net Income $ 458 $ 3:28 39.6 

Dividends Declared $ [00 Ss .80 25:0 


Share and per share data adjusted for two-for-one stock split effected December 10, 1979. 
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Cover and Photos 


The warm-up Suit displayed on the cover, developed by Levi Strauss & Co. for 
Olympics athletes, was the prototype for a similar garment marketed by the Active- 
wear Division. The full-page photos elsewhere in this report show the diversity 

of the company’s products in settings which depict them as wardrobes assembled 
prior to packing. 


The Olympics 


As this annual report goes to press late in January, 1980, there is a possibility 
that U.S. athletes will not participate in the Summer Games at Moscow. If this 
should happen, Levi Strauss & Co. is prepared to modify its marketing plans 
and promotional strategy. It is our intention to provide continuing support to 
the Olympics consistent with our Government’s position, and to maintain 
planned advertising investment and promotional support through our 

sports promotion program. 
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TO OUR SHAREHOLDERS: 


For Levi Strauss & Co., 1979 was a year 
of high achievement and deep sadness. 


The sadness began early in December 
with the passing of two former execu- 
tives who over some 50 years estab- 
lished the human values and standards 
of business excellence which underlie 
the company’s success. They were 
Walter A. Haas, Sr, honorary chairman 
of the board, and Daniel E. Koshland, 
honorary chairman of the executive 
committee. Their contributions are sum- 
marized in a special tribute following 
this letter. 


Late in December, the company’s 

grief was compounded by the death of 
George J. Daly, executive vice president, 
finance and administration, and a direc- 
tor. George joined us in 1973 during a 
difficult period, and guided the transition 
in our financial operations which enabled 
the company to reach its current size 
and financial strength. His innovations 
are woven into the fabric of the com- 
pany’s corporate administration and 
endure as a memorial to a man of 
exceptional talent. 


1979 Results 

High achievement was reflected in the 
company’s 1979 performance, from 
which flowed the theme of this year’s 
annual report, “Excellence.” 


In 1979, sales and earnings records again 
were broken. Compared to the previous 
year, Sales climbed 25 percent to $2.1 bil- 
lion and net income advanced 32 per- 


cent to $191.5 million. On a per share 
basis, improvement was even sharper, 
climbing nearly 40 percent to $4.58. 
These results were achieved while stay- 
ing well within the government's anti- 
inflation price guidelines. 


To celebrate attainment of more than 

$2 billion in annual sales, employees in 
December were awarded cash bonuses 
and commemorative gifts. This $6.6 mil- 
lion program echoes similar awards in 
1975, when the company crossed the 

$1 billion sales mark. It’s noteworthy that 
though it took the company 125 years to 
reach the first billion dollars in sales, the 
second billion came just four years later. 


In addition to sharing its 1979 success 
with employees and shareholders, the 
company nearly doubled its charitable 
contributions to $7.1 million. This in- 
cluded a special grant of $500,000 to be 
distributed among organizations serving 
communities where our facilities are lo- 
cated and based on recommendations 
by our Community Involvement Teams. 


Both domestic and international opera- 
tions last year turned in excellent per- 
formances. Combined revenues of the 
divisions which serve U.S. markets were 
$1.3 billion, an increase of 23 percent 
over the preceding year. International 
sales grew at an even greater rate to 
$764 million, an increase of 29 percent 
over 1978. 


Noteworthy among the strong divisional 
records were the Jeanswear Division, 
with sales volume surpassing its previous 
record set in 1977, and the Womenswear 
Division, which nearly doubled sales 
over 1978. In International operations, 

the Europe and Latin America divisions 
achieved sales increases of nearly 30 
percent. 


Walter A. Haas, Jr. 


A significant factor in the company’s 
overall operating improvement last year 
was the expanded range of products 
offered, supported by specialized sales, 
merchandising and advertising. These 
tactics flow from the strategy of focusing 
on specific sectors within existing mar- 
kets to develop their latent potential. 


Cash Generation 

The company’s vitality and efficiency 
generated ample cash to expand the 
business, purchase a portion of the 
common stock outstanding, pay a higher 
dividend and underwrite a major acquisi- 
tion. Yet despite these substantial appli- 
cations of cash, the company ended the 
year with a strong balance sheet. 


* Capital expenditures last year reached 
a record $51 million, a reinvestment of 
cash flow necessary for future growth in 
sales and earnings. 


Peter E. Haas 


e In February of 1979, the company 
purchased from shareholders 2 million 
shares of its common stock. This reduc- 
tion of outstanding shares added 24 
cents to per share earnings, after ad- 
justment for a 2-for-1 split of the com- 
pany’s stock in December of 1979. 


e In July, the annual dividend rate was 
raised to $1.10 per share from 90 cents. 


e In September, the company completed 
acquisition of Koracorp Industries Inc., a 
major apparel company with 1978 net 
income of $7.8 million on sales of $185 
million. The $70-million price was paid 
approximately half in cash and half in 
company stock. Re-designated Diversi- 
fied Apparel Enterprises, Inc., the San 
Francisco-headquartered company illus- 
trates Our general acquisition criteria. It 
is a sizeable, profitable, well-managed 
company with apparel products related 
to those we currently market. 


Structural Realignment 

To keep pace with the company’s rapid 
expansion and provide for orderly man- 
agement succession, a structural realign- 
ment was implemented in January of 
1980. The new framework consists of 


three major operating units headed by 
presidents reporting to Chief Operating 
Officer Robert T. Grohman: 


e Levi Strauss USA was established to 
consolidate the six divisions serving 
domestic markets. Francis J. Brann, 
formerly executive vice president of 
the Sportswear Group, was named 
president of the new operating unit, 
which includes three groups. Alfred V. 
Sanguinetti, formerly executive vice 
president of the U.S. Jeanswear 
Group, was named president of 
Group | of Levi Strauss USA. 


e Levi Strauss International was formed 
to replace the International Group. 
Thomas W. Tusher, formerly executive 
vice president of the International Group, 
was named president of the new entity, 
which includes five divisions serving in- 
ternational markets. The former Europe 
Division was separated into two divi- 
sions, Continental Europe and Northern 
Europe. This new group will be headed 
by Peter L. Thigpen as executive vice 
president. Previously Thigpen was presi- 
dent of the Europe Division. 


¢ The New Business Group was estab- 
lished to direct activities in this area and 
includes Diversified Apparel Enterprises, 
formerly Koracorp Industries Inc., and the 
Eximco Division, which handles devel- 
opment of special markets, as well as 
worldwide sourcing and licensing ac- 
tivities. Robert D. Haas, formerly senior 
vice president, corporate planning and 
policy, was named president of the new 
group. David A. Kaled was promoted to 
vice president, corporate planning and 


policy. 


Lae 


Robert T. Grohman 


Board of Directors 

In mid-1979, two of our most distin- 
guished executives retired from the com- 
pany and its board of directors. They are 
Melvin L. Bacharach, executive vice pres- 
ident, and Daniel W. Baran, group senior 
vice president. Each of these individuals 
spent more than 20 years with the 
company, earning successive promo- 
tions through vital contributions. Mr. 
Bacharach forged the company’s basic 
marketing strategies as well as stimu- 
lating such product innovations as Sta- 
Prest®, and in recent years headed the 
Eximco Division. Mr. Baran raised credit 
management to an art which still con- 
tributes significantly to the strength of 
our cash flow. 


In the past 12 months, five new mem- 
bers were designated to fill vacancies 
in our board of directors: 


e Barbara Scott Preiskel, a distin- 

guished attorney, will become our 
second woman board member on 
May 1, 1980. Mrs. Preiskel Currently 
serves as senior vice president and 


THREE 


general attorney of the Motion Pic- 
ture Association of America, Inc. 
She also is a director of Amstar 
Corp., Jewel Companies, Inc., and 
Textron, Inc. 

e Francis J. Brann, president, Levi 
Strauss USA 

e Thomas W. Tusher, president, Levi 
Strauss International 

e Robert D. Haas, president, New 
Business Group 

e Peter T. Jones, senior vice president, 
general counsel 


Sports Promotion Activity 

In 1980 we will complete a major 
sports promotion, the Levi Strauss & 
Co. Olympics program. 


In addition to heavy network TV advertis- 
ing, this comprehensive marketing pro- 
gram includes the creation of special 
products and continuing promotion on 
a scale unprecedented in the apparel 
industry. We developed an advanced 
warm-up suit which U.S. athletes wear 
as they accept their medals on the Vic- 
tory Stand. We are outfitting the US. 
Olympics competitors in parade and 
travel uniforms which will be seen by 
millions of TV viewers. The uniforms, 
incidentally, will be carried in Levi's® 


luggage. 


Based on the products designed for the 
athletes, we have developed sports mer- 
chandising collections. These products 
were supported with a winter promotion 
based on a sweepstakes entitled “Be the 
Best You Can Be,” which generated a 
record 1.2 million consumer responses. 
This nationwide activity will be followed 
by a spring promotion featuring 10 major 
prizes. 


Retail response to Our sports program 


has been exceptionai. This promotional 
activity is having a favorable impact on 


FOUR 


all marketing efforts as well as providing 
a launching pad for the new products 
introduced by the Activewear Division. 


1980 Outlook 

Current economic indicators suggest a 
recessionary business environment, par- 
ticularly in the retail sector. Though no 
business is recession-proof, Levi Strauss 
& Co. has certain characteristics which 
provide a degree of insulation in a soft 
economy. They include the diversity 

of our apparel product categories, the 
geographic breadth of our markets, a 
proven record of dependability as a retail 
Supplier, and the strength of the Levi's® 
brand with its connotations of value, 
quality and durability — potent 
consumer selling propositions in 

times of economic trial. 


Therefore, we look forward to the com- 
ing year with confidence, though we 
recognize that it will be a challenging 
period. 


As in previous years, the dedication of 
our employees and loyalty of our 
customers made our success possible. 
We sincerely thank these individuals for 
their contributions and our shareholders 
for their support. 


ee 


Walter A. Haas, Jr. ‘ 
Chairman of the Board 
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Peter E. Haas 
President and Chief 
Executive Officer 
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Robert T. Grohman 


Executive Vice President 
and Chief Operating Officer 


January 18, 1980 


WALTER A. HAAS, 1889-1979 
DANIEL E. KOSHLAND, 1892-1979 


If men are best measured by what they 
leave behind, two giants departed from 
Levi Strauss & Co. in December of 1979. 


These leaders were Walter A. Haas, 
honorary chairman of the board, and 
Daniel E. Koshland, honorary chairman 
of the executive committee. The closest 
of friends, they shared the humility of 
the truly great, yet their vigor, intelligence 
and foresight significantly influenced the 
company over more than 50 years. 


Their business legacy is the world’s 
largest apparel firm. But more impor- 
tantly, they leave a company whose 
touchstones are integrity and excellence, 
coupled with social responsibility. 


Their civic legacy is one of community 
leadership, service and generous philan- 
thropy to a wide variety of worthy 
Causes. 


In addition to these highly visible contri- 
butions, they left a profound impression 
on literally hundreds of Levi Strauss & 
Co. employees: the certainty that they 
were treasured friends first, and employ- 
ees second. 


Walter A. Haas assumed leadership of 
the company in 1919. His first major de- 


cision was that the then small firm be 
continued rather than liquidated. His 
subsequent success and that of the 
company were documented in March of 
1979 when he was elected to Fortune 
magazine's “Hall of Fame for Business 
Leadership,”” where he joined such fig- 
ures as Andrew Carnegie, Thomas A. 
Edison and John D. Rockefeller. Along 
the way he became one of San Francis- 
co's most enlightened and compassion- 
ate civic leaders. Yet above all, he was 
the archetypal “family man,” with a dif- 
ference. His “family” included employees 
of Levi Strauss & Co. In fact, the day be- 
fore he died he attended an office lun- 
cheon honoring long-time employees 
and retirees. 


Daniel E. Koshland joined the firm 

in 1922: “Il came to Levi Strauss & Co. 
as assistant treasurer or something like 
that. In the early days titles didn’t mean 
much.” But performance did. Mr. Kosh- 
land grew with the company and was 
president from 1955 to 1958 after Walter 
Haas became board chairman. 


IN addition to Mr. Koshland’s contribu- 
tions to the firm, he was a noted philan- 
thropist and community leader, engaging 
in numerous activities which reflected his 
devotion to fair labor practices and the 
welfare of minorities and youth. He was 
a member of the State Industrial Com- 
mission under four governors, serving 

as chairman of that organization for 
eight years, and was a long-term lay 
appointee to the city’s Juvenile Court. 


Mr. Koshland also played pivotal roles 
in establishing the San Francisco Foun- 
dation, which now donates millions 
of dollars annually to the arts and the 
underprivileged, and in founding the 
San Francisco Council for Civic Unity, 
an organization which furthers the 
welfare of minorities and newcomers 
to the Bay Area. 


The two men were united in their 
efforts to promote the welfare of 
minorities. They inaugurated the com- 
pany’s policy of hiring and promoting 
minorities decades before such activity 
emerged on the U.S. business scene. It 
should come as no surprise that these 
men also insisted that the working con- 
ditions of their employees be the finest 
in the apparel industry. 


Messrs. Haas and Koshland set standards 
of excellence in terms of professional 
achievement, personal integrity, civic 
leadership, loyalty to family and friends, 
and simple day-to-day humanity. We 
will not see their like again. 
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OPERATIONS REVIEW 


This casual wardrobe consists of Jeanswear Divi- 
sion products, with a western hat from Diversified 
Apparel Enterprises, belt and bandana from the 
Accessories Division, boots from Levi's for Feet® 
and Levi's® socks. 


Consolidated Net Sales 


$2,500 
(millions) 


$2,000 


$1,500 


$1,000 


$ 500 


The company’s 1979 operations demon- 
Strated across-the-board excellence, fully 
reflected in the most obvious criteria of 
success: growth in sales and profitability. 
The quality of excellence also was rec- 
ognized with citations to Levi Strauss & 
Co. Community Involvement Teams serv- 
ing areas where company facilities are 
located, awards for outstanding advertis- 
ing, and accolades from U.S. Olympics 
athletes for the most advanced warm-up 
suit available. 


In addition, excellence was manifest in 
other areas which have long-range im- 
plications. The range of products offered 
was broadened in both domestic and in- 
ternational regions, and specialized sales 
and merchandising units were estab- 
lished to support promising product 
categories within existing markets. 
Meanwhile the foundation of regular 
jeans business was strengthened in 

the U.S. and abroad. 


As has been the case in recent years, 
incremental improvement continued in 
plant efficiency, inventory control and 
marketing tactics. Research and devel- 
opment efforts were expanded in 

the areas of marketing, cost saving 
equipment and product and fabric 
improvement. 


Sales comparisons of major operating 
units are shown in the following tables.* 


Levi Strauss USA 
(Dollar amounts in millions) 


1979 1978 Percent 
Division Sales Sales Increase 
Jeanswear $743.1 $658.7 13 
Youthwear 2178 184.2 18 
Sportswear 
(including 
Activewear) 120.7 120.6 — 
Womenswear 197.4 992 99 
Accessories 15.6 14.3 $) 
Levi Strauss International 
(Dollar amounts in millions) 
1979 1978 Percent 
Division Sales Sales Increase 
Europe $389.7 $305.7 28 
Canada 139.6 114.8 LZ 
Latin America 134.7 103.5 30 
Asia/Pacific 74.1 61.0 21 


*For marketing purposes, divisional sales are 
evaluated separately, although there is substan- 
tial overlay among some products offered by 

the various operating units. 1978 results have been 
restated to reflect changes in organizational 
structure. 


For the company as a whole, capital 
expenditures increased to a record level 
of $51 million in 1979. Of this total, 63 
percent was spent on domestic facilities 
and 37 percent on international. 


Advertising expenditures last year in- 
creased 41 percent to $66.7 million, 
equaling 3.2 percent of sales. This 
compares with a 1978 total of 

$47.4 million, amounting to 2.8 
percent of sales. 


Levi Strauss USA 
This operating unit consists of six 
divisions serving domestic markets. 


JEANSWEAR DIVISION 

Jeanswear Division sales last year sur- 
passed the previous record established in 
1977. This represented a recovery from 
1978 when sales softened on a yeat-to- 
year basis, primarily a reaction to excep- 
tional growth in 1977 during vigorous 
retail price competition. Though com- 
petitive retail pricing continued sporad- 
ically in 1978 and 1979, it did not have 
the dramatic influence on consumer 
buying manifest in 1977, its initial year. 


Another 1979 phenomenon was a 

shift in consumer preference toward 
Straight-leg jeans, as differentiated from 
bell bottoms. This trend received impetus 
from the “designer jeans” surge which 
flourished during the period, and essen- 
tially elevated the classic straight-leg into 
the fashion category. For Levi Strauss & 
Co., which originated the basic straight- 
leg jeans more than 100 years ago, this 
was a favorable development, since 
many consumers who did not wish to 
pay premium prices for designer labels 
followed the trend by choosing Levi's® 
jeans. Consumer preferences osciliate be- 
tween straight-leg and bell types on a 
regional basis, yet each style maintains 

a Significant following at all times. The 
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Youthwear garments range from fashion jeans 
and vest designed for older boys to Little Levi's® 
railroad Koveralls™. 


Earnings Per Share 
$5.00 


$4.00 


$3.00 


$2.00 


$1.00 


Adjusted for 2-for-1 stock split 
effected December 10, 1979. 


same phenomenon, waxing and wan- 
ing regionally, applies to corduroy versus 
denim as the most popular jeans fabric. 


In line with the overall U.S. demographic 
shift toward an older population, aug- 
mented marketing efforts were focused 
on the Levi's® for Men product category. 
A separate sales force was established to 
concentrate on this market sector, sup- 
ported by specialized advertising and 
merchandising. As a result of these in- 
tensified efforts, Levi's for Men sales in- 
creased more than 70 percent over 1978. 


In related actions, specialized sales sup- 
port also was developed for the fashion 
Jeans and tops (shirts and jackets) prod- 
uct categories. Continuing this evolution, 
1980 plans call for shirts to become a 
fully integrated operating division. 


Further market penetration also was 
achieved in the East, spurred by the ad- 
dition of more sales representatives and 
a proportionately heavier advertising 
budget. 


To support the 1979 sales resurgence, 
the division resumed production in three 
of its plants which had been assigned 
to Youthwear and Womenswear 

during 1978. 


YOUTHWEAR DIVISION 

The Youthwear Division crossed the $200 
million sales mark last year, consolidating 
its position as one of the largest brand 
name manufacturers of youthwear. Its 
product range was broadened with 
entry into the youngsters’ participant 
sportswear market through jogging 

Suits, sweat shirts and shorts and related 
garments. 


Progress last year was also significant in 
two businesses the division had entered 
in 1978. Sales of girlswear more than 
doubled, and toddlers’ clothing more 
than tripled. At mid-year the division en- 
tered the teen girls market, a business 
which grew so rapidly that it accounted 
for 15 percent of the girlswear total. 


The number of specialty sales represen- 
tatives doubled and new merchan- 
dising departments were formed for 
junior boys and student tops, and 
youngsters’ participant sportswear. 


WOMENSWEAR DIVISION 
Womenswear, the company’s most 
rapidly growing division, nearly doubled 
its sales last year, reaching a level ap- 
proximating $200 million. This sharp 
growth indicates the division’s potential 
in the vast womenswear market, which 
exceeds that of menswear in size. 


Despite the drain on its resources result- 
ing from increased sales, the division 
made significant progress in further spe- 
cializing its marketing activities. During 
the past year staffing was completed for 
a women’s larger size marketing unit, 
and a young misses marketing capability 
was developed. The young misses gar- 
ments are designed for the consumer 
whose taste favors junior’s styling, but 


who requires misses sizes, a new con- 
cept enthusiastically accepted by retailers. 
In mid-1980, when another marketing 
division, women’s tops, is launched, 
Womenswear will have five special- 

ized marketing units, up from two 

at the beginning of 1979. 


In addition to marketing specialization, 
an important factor in last year’s ship- 
ments was the “Bend-Over®” pant, a 
Stretch fabric garment which became 
the single largest selling women’s pant. 


To provide for the division's sales poten- 
tial, ground was broken last year on a 
$35-million distribution center, which 
will become the company’s largest 
such facility. 


SPORTSWEAR DIVISION 

The most significant development in the 
division last year was introduction of 
Levi's® Action Slacks. This garment, cut 
from a stretch fabric with expandable 
waistband construction, has been termed 
the most comfortable slacks available, 
yet appearance is not sacrificed. Though 
Levi's Action Slacks were not introduced 
to consumers until July, demand during 
the balance of the year outstripped pro- 
duction capacity, and market reports 
indicate it is now the leading basic 
product of this type for men. Capitalizing 
on the success of this product, a Levi's 
Action Suit was introduced to retailers in 
October, and a young men’s version of 
Levi’s Action Slacks was introduced in 
January of 1980. 


Though sales in the men’s sector grew 
significantly, the retail environment for 
young men’s sportswear was sluggish, 
and the division ended the year with 
sales at approximately the same level 
as in 1978. 
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Sportswear products include the Levi's® Action 
Suit, hanging on closet door, and Levi's Action 
Slacks, in drawer. The leather checkbook case is 
from the Accessories Division. 


Division marketing strategy was re- 
focused in line with consumer research 
studies which indicated prominent use 
of the Levi's® identification was more 
effective than most secondary brand 
names. Products now are identified as 
Levi's® Sportswear, differentiated by 
“Tailored for Men” and “Styled for Young 
Men,” plus “David Hunter®” which con- 
sists Of updated fashion. Three separate 
sales and merchandising units also 
were established to provide specialized 
support. 


ACCESSORIES DIVISION 

The Accessories Division's sales force 
was increased by more than 10 percent 
during the year, as greater emphasis was 
brought to bear on larger population 
centers. Improved point-of-sales aids 
were developed for the division’s primary 
products, belts, casual hats and wallets 
for men and women. 


ACTIVEWEAR DIVISION 

The Activewear Division last year ex- 
panded its products from skiwear into 
warm-up suits, shorts and tops for a 
variety of participant sports, including 
tennis, running and racquetball. The 
garments, which include male and 
female styles, emphasize functional 
quality, without neglecting styling con- 
Siderations. Initially, the products are 
being offered in the 25 largest markets 
fatness: 


The division’s entry into the marketplace 
followed a three-year comprehensive 
Study of the activewear market, including 


Dividends Declared Per Share 
$1.00 


$ .80 


$ 40 


$ .20 


Adjusted for 2-for-1 stock split 
effected December 10, 1979. 


the test marketing of skiwear. The ac- 
tivewear market was found to be large 
and highly fragmented, with no major 
American brands offering a full range of 
products. Findings also showed that the 
Levi's® brand attributes of comfort and 
durability were recognized as highly de- 
sirable characteristics in active apparel. 


Levi Strauss International 

This operating unit consists of divi- 
sions structured along geographical 
lines and serving international markets. 


EUROPE DIVISION 

A major effort in the Europe Division 
was continuing development of new 
product types as an extension of the 
basic jeans business. These categories 
included sportswear, youthwear and 
women’s-fit jeans, with specialized 
sales forces added for sportswear 
and youthwear products. 


An example of the success of these 
programs is provided by sportswear 
unit sales in Northern Europe, which 
advanced more than 70 percent over 
the preceding year. A parallel sports- 
wear effort in Continental Europe 
did not fare as well, therefore late 

in the year the two activities were 
consolidated. 


In addition to the division’s general 
sales increase of 28 percent, significant 
progress was achieved in the devel- 
opment of an additional distribution 
channel in the United Kingdom and 
increased volume through major 
buying chains in Scandinavia. 


In January of 1980, this operating unit 
was Separated into two divisions, Con- 
tinental and Northern Europe. 


CANADA DIVISION 

The Canada Division last year 
increased dollar volume by nearly 22 
percent, reflecting both improvement 
in the region’s general economy and 
more effective marketing. 


Notable successes were achieved in 
women's-fit jeans and the youthwear 
product categories, which were ex- 
panded to offer a complete size range. 
In a related marketing action, spe- 
cialized sales forges were added in 
these product categories with gratifying 
results. 


LATIN AMERICA DIVISION 

Significant percentage sales gains were 
achieved in all countries served by the 
division except Puerto Rico, where 

the general economic environment 
remains depressed. Most impressive re- 
sults were in Brazil and Mexico, where 
dollar sales increased 30 and 31 percent, 
respectively. 


The company’s largest single capital in- 
vestment outside the U.S. was marked 
with the dedication of a 250,000-square 
foot manufacturing and distribution 
facility near Sao Paulo, Brazil. The $10- 
million complex was completed on 
schedule, and operations were trans- 
ferred from three previous locations 
without interruption in shipments. 
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The company’s womenswear products range from 
white Bend-Over® poplin pants to the Koret of 
California® separates outfit. 


ASIA/PACIFIC DIVISION 

Record sales and earnings were 
achieved in the Asia/Pacific region, 
even though the imposition of new 
duty rates at mid-year in Indonesia ef- 
fectively barred the company from that 
area during the second half of the year. 
Plans are under way, however, for an 
alternate method of distributing in In- 
donesia through a licensing agreement. 


In Japan, sales reached record levels, 
with distribution augmented by increas- 
ing the number of retail accounts as 
well as upgrading the quality of their 
product presentations at point of sale. 


Since the primary objective in the 
Asia/Pacific Division was increasing 
jeanswear sales, there was no major 
product diversification activity in 1979. 


New Business Group 

This operating entity consists of Diver- 
sified Apparel Enterprises (DAE) and the 
Eximco Division. 


DIVERSIFIED APPAREL ENTERPRISES 

In the U.S., Canada and Europe, DAE 
markets products which are charac- 
terized by a number of strong brands: 
Koret of California®, for more than 

40 years a significant factor in misses 
coordinates; Resistol® hats, which in- 
clude the finest western type available, 
as well as Dobbs® and Knox® men’s 
dress hats; Oxxford Clothes®, among 
the finest and most carefully crafted 
men’s suits sold; Fra-For®, premium 
children’s garments, sold primarily 

in France; and industrial apparel 
made by the Rainfair® division. 


sy 


EXIMCO DIVISION 

To enhance market development ac- 
tivities in the Eastern European nations 
and the People’s Republic of China, 
EXIMCO last year established additional 
offices in Geneva, Switzerland and Hong 
Kong. The EXIMCO operating unit also 
assumed a new reponsibility, managing 
all offshore contract production for the 
company’s domestic and international 
divisions. 


Sales volume in Eastern Europe doubled 
last year, with Customers served in five 
countries. The largest single Eastern 
European order in the company’s his- 
tory, nearly 800,000 units, was airlifted 
to East Germany in 13 chartered aircraft. 


SOCIAL RESPONSIBILITY 


Levi Strauss & Co. has long been iden- 
tified as a U.S. industry leader in this 
vital area of human affairs. Touchstone 
of the company’s definition of social re- 
sponsibility is integrity in dealing with 
stockholders, employees, vendors and 
customers — as well as integrity in the 
quality of its products and its advertis- 
ing. The integrity that pervades all 
dealings is based on fairness, honesty 
and mutual trust, as well as empathy 
with divergent points of view. This at- 
titude, in management's opinion, does 
not conflict with the profit motive, but 
rather is a significant advantage in 
furthering the company’s success. 


Capital Expenditures/ Depreciation 
$60 
(millions) 


$50 


Capital Expenditures 


ms Depreciation 
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One example of the company’s social 
responsibility activities last year is found 
in the acclaim accorded its Community 
Involvement Teams. They consist of em- 
ployee volunteers organized to assist 
the communities where company 
facilities are located in a wide variety 
of social endeavors. Some 80 such 

Levi Strauss & Co. teams were in 

place in 1979. 


Last year the company received the 
Employment Management Association's 
National Service Award for leadership 
in corporate social responsibility, an 
accolade in the U.S. which singled 

out the Community Involvement 

Teams program and the more than 
37,000 volunteer hours donated by 
employees. 


On the other side of the globe, the 
Community Involvement Team in the 
Philippines received the “A. Mabini Re- 
habilitation Award for Employer of the 
Year” from the president of the Philip- 
pines. This recognized the team’s assis- 
tance in establishing a profit-making 
business for the handicapped. Named 
“Handi-Phil,” this small business fabri- 
cates work gloves from scrap denim. 


In keeping with the company’s 1980 
Olympics promotion, many Community 
Involvement Teams assisted local chap- 
ters of the Special Olympics, which 
sponsors this competition for the hand- 
icapped. This help included outfitting 
more than 4,500 athletes and chaper- 
ones for the 1979 International Special 
Olympics in Brockport, New York. 
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This range of attire from the Activewear Division 
includes both men’s and women’s styles. The blue 
denim bags are from the Accessories Division. 


Advertising Expenditures 
$70 

(millions) 

$60 
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EQUAL EMPLOYMENT 
OPPORTUNITY 


The following table, which shows 
percentages of employees at all U.S. 
facilities, is a regular feature of this 
report. 


Females Minorities 
AY {One 1979 1978 
Officials & 

Managers 250 52451 er ct 
Professionals 43.0 43.5 265 21.4 
Technicians SOMmeoo.| 54.7 41.4 
Sales 164 10.8 A383) Hz 
Office & 

Clerical Ses} SiS SWits) » St8h7/ 
Craftworkers S22 SKS 45.8 42.1 
Operatives S002 54.8 50.4 
Service Workers FLY) FASyS) 577A 56:5 

Total 80.9 80.5 49.6 45.8 


The new job evaluation system which 
was instituted in 1978 for officials and 
managers, professionals, and sales, was 
extended in 1979 to technicians and 
office and clerical. The re-evaluation 
process resulted in shifts for some em- 
ployees from one EEO category to an- 
other, and resulted in the distortion of 
some percentages. All categories, ex- 
cept technicians and service workers, 
increased in total size because of the 
rapid personnel growth the company 
experienced last year. While the num- 
bers of minorities and women increased 
in all such growth categories, the per- 
centages declined in some instances. 
Wherever the Affirmative Action Pro- 
gram more accurately anticipated the 
extent and type of the personnel need, 
the company was more successful in 
improving not only the numbers, but 
the percentages of minorities and 
women, such as in the sales category. 


LEGAL DEVELOPMENTS 


In 1979 the company generally was 
involved in less litigation than in 1978, 
although a number of actions arising 
out of the Federal Trade Commission 
proceedings, settled in 1978, remain 
pending. This action alleged that the 
company engaged in illegal price 
maintenance in the early 1970's. 


The tentative settlement agreement be- 
tween the company and the State of 
California was terminated by mutual 
consent in July, 1979, and that matter is 
now being litigated in a California state 
court, where it is in early discovery 
stages. 


The company also is defendant in ac- 
tions brought by Connecticut, Nebras- 
ka, North Carolina and Tennessee, and 
there are investigations pending in sev- 
eral other states. In the past some states 
have begun investigations and then 
elected not to proceed further, so it is 
difficult to predict whether any of the 
pending investigations will result in liti- 
gation against the company. Similar ac- 
tions were settled last year in the states 
of New York and Massachusetts and in 
early 1980, Texas. 


In all events management continues 

to be of the opinion that even in the 
aggregate, these state antitrust suits will 
not have a material adverse effect upon 
the company’s financial condition. 


The company also continued to press 
forward in its legal efforts to prevent 
misuse of its trademarks and the sale of 
counterfeit Levi's® jeans. To this end, 

the company last year obtained several 
injunctions and consent orders around 
the world against trademark misuse and 
counterfeiting and received additional 
monetary damage settlements from par- 
ticipants in counterfeiting schemes. 


NEW CORPORATE 
HEADQUARTERS 


In June of 1979, ground was broken for 
a new corporate headquarters facility 
on a four-square-block area on San 
Francisco’s waterfront. Designated Levi's 
Plaza, the complex will incorporate a 
park-like area with a flowing stream, 
and is expected to become a San Fran- 
cisco landmark. The buildings, the high- 
est of which is seven stories, have been 
specially designed to provide the most 
productive working environment possi- 
ble for the corporate, group and divi- 
sional staffs. 


The brick buildings, encompassing ap- 
proximately 800,000 square feet of of- 
fice space, are designed to complement 
the architectural style of the immediate 
neighborhood, San Francisco's well- 
known Telegraph Hill. The company 
will occupy approximately 500,000 
Square feet of the project, which is 
scheduled for completion in the 

Spring of 1981. 
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FINANCIAL REVIEW 


This section reviews operating results 
from the financial perspective, giving 
greater statistical detail than the pre- 
ceding sections. Furthermore, it relates 
principally to data included in the Con- 
solidated Financial Statements or the 
Ten-Year Financial Summary, and in- 
cludes comparisons of 1979, 1978 

and 1977 results. 


On February 16, 1979, the company 
purchased 2,000,000 shares of its 
common stock (unadjusted for its 
December 10, 1979 stock split) at a 
price of $43.50 per share, or a total 
cost of $87 million plus related ex- 
penses, paid for with the company’s 
cash and temporary investments of 
cash. The purchase was considered 
to be an appropriate investment of a 
portion of the company’s funds. As 
described further below, net income 
per share was favorably influenced 
by this purchase. 


Effective September 10, 1979, the 
company acquired Koracorp Industries 
Inc. (Koracorp), for a total consideration 
of $70 million in cash and stock, and 
merged it into Diversified Apparel En- 
terprises, Inc. (DAE), a wholly owned 
subsidiary of the company. DAE opera- 
tions have been included in the con- 
solidated results only from the date of 
acquisition and, accordingly, did not 
have a material impact on results 
except as noted below. 


Effective December 10, 1979, the board 
of directors approved a two-for-one 
stock split. As a result, per share data 
presented below has been adjusted for 
the split. 
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Sales 
(Dollar amounts in millions) 


% Increase % Increase 


1979 Over 1978 Over 
1979 1978 1977 1978 1977 
United States S339 $1,088 $1,072 23.1% 1.4% 
International 764 594 487 28.6% 22.0% 
Total SZ, 103 $1,682 $1,559 25.0% 7.9% 


Sales gains were the result of both 
higher unit sales and improvements 
in the average selling price. The latter 
was impacted by changes in product 
mix, specific price increases within the 
anti-inflation price guidelines and cur- 
rency fluctuations in international 
operations. 


In 1979, the increase in sales was due 
to a 16.5 percent rise in units sold and 
a /./ percent advance in the average 
selling price. The comparable figures 
for 1978 were 1.3 and 6.5 percent, 
respectively. 


The dollar increase in consolidated 
1979 sales was strong in both the 
domestic and international operations 
as the company introduced new 
product categories on a worldwide 
basis. In 1978 the increase was princi- 
pally due to a strong performance in 
international operations as domestic 
sales were affected by a leveling of 
the U.S. Jeanswear Division market 
and a tendency among retailers 

to keep inventories at low levels. 
Sales gains in the other U.S. divisions 
more than offset these negative fac- 
tors, bringing 1978 domestic sales 
marginally ahead of the 1977 

record. 


Gross Profit 

Gross profit margins were 37.7 percent 
in 1979, contrasted with 37.1 percent 
in 1978 and 36.1 percent in 1977. Im- 
proved margins were attained by a 


continuing emphasis on production 
efficiency and changes in product 

mix and pricing. Furthermore, in 1978 
a general weakening of the U.S. dollar 
in the world monetary markets also 
favorably impacted gross margins. 


On the other hand, gross profits in all 
the periods were negatively affected by 
charges resulting from the weakening 
of certain foreign currencies against 
the dollar, which made it necessary to 
reduce foreign inventory values ex- 
pressed in U.S. dollars. Such charges 
were $11.8 million in 1979, $7.4 million 
in 1978 and $8.5 million in 1977. (See 
“Effect of Currency Fluctuations.” 


Marketing, General and 
Administrative Expenses 

These expenses increased as a percent 
of sales to 22.0 percent in 1979 coms= 
pared to 20.5 percent in 1978 and 18.4 
percent in 1977. 


The increase in 1979 was partially due 
to a non-recurring charge of $6.6 mil- 
lion for special awards to employees, 
an increase in charitable contributions 
of $3.2 million and an increase of 
$19.3 million in advertising expendi- 
tures. In addition, in both 1979 and 
1978 additional expenditures were re- 
quired to support the growth which 
came from market and product 
diversification. 


Interest Expense 

The $1.3 million increase in this cate- 
gory in 1979 was due to DAE interest 
expense from the date of acquisition. 
The $8.9 million drop in 1978 was 
almost entirely due to a substantial 
decrease in short-term foreign bor- 
rowings at a significantly reduced 
average interest rate. 


Interest and Other Income, Net 
This income statement category in- 
creased by $15.7 million to $28.2 mil- 
lion in 1979, compared to a decrease 
of $1.4 million to $12.5 million in 1978. 


Included in this classification were in- 
terest income and purchase discounts 
which increased by $11.8 million in 
1979 and $4.5 million in 1978. Interest 
income rose primarily as a result of an 
increase in average temporary invest- 
ments of cash at substantially higher 
interest rates. Interest income in 1979 
was reduced by approximately $6.8 
million as a result of the company’s 
purchase of 2,000,000 shares of its 
common stock and by $.7 million due 
to the acquisition of Koracorp. Interest 
income in 1980 will reflect the first full 
year impact of these purchases. 


Also included were currency translation 
losses of $3.3 million and $2.3 million 
in 1979 and 1978, respectively, com- 
pared to essentially no gain or loss 

in 1977. (See “Effect of Currency 
Fluctuations.) 


Finally, in 1978 this category included 
a $3.5 million payment to the State of 
California pursuant to a tentative set- 


~ tlement of a suit by the Attorney Gen- 


eral’s Office alleging price maintenance 
during the period 1972-1975. 


Income Taxes 

The effective income tax rate was 44.6 
percent in 1979 compared to 48.3 per- 
eentin.!978 and 51.9 percent in 1977. 
The 1979 rate was favorably impacted 
by a legislated reduction in the U.S. 


rate from 48 percent to 46 percent, the 
utilization of tax loss carry-forwards in 
international operations and an income 
tax relief related to inventories in the 
United Kingdom. 


Net Income and Net Income 
Per Share 

The purchase of 2,000,000 shares of 
the company’s common stock had a 
$3.6 million negative impact on net in- 
come in 1979. (See “Interest and Other 
Income, Net.”) Despite this reduction, 
net income per share was favorably 
influenced by 24 cents per share due 
to the decrease in the common and 
common equivalent shares outstand- 
ing. As a result, the 1979 increase in 
net income of 32.1 percent was not 
proportional to the 39.6 percent in- 
crease in net income per share. If the 
purchase had occurred at the begin- 
ning of 1979, reported net income per 
share would have been seven cents 
higher. As noted above, 1980 will 
reflect the full year impact of the 
purchase. 


The acquisition of Koracorp did not 
have a significant impact on net in- 
come or net income per share in 1979 
Since it occurred late in the year. If the 
acquisition had occurred at the begin- 
ning of 1979, reported net income 
would have been $3.7 million higher, 
however, earnings per share would 
have been two cents lower. 


Inventories 

Inventory levels were $441.8 million in 
1979, up from $298.5 million in 1978 
and $294.1 million in 1977. Approxi- 
mately one-third of the 1979 increase 
resulted from the acquisition of Kora- 
corp inventory while the remainder 
was required to support the growth 
in sales. 


Receivables 

Receivable balances were $340.1 mil- 
lion in 1979, $241.1 million in 1978 
and $203.2 million in 1977. The in- 
creases were principally due to the 
growth in sales volume and, in 1979, 
the acquisition of Koracorp receivables. 
The continued application of prudent 
credit and collection policies have 
resulted in little fluctuation in the 
turnover rate. 


Debt/Equity 

Long-term debt increased to 14.6 per- 
cent of the company’s total stock- 
holders’ equity at the end of 1979 
compared to 14.5 percent in 1978 and 
17.4. percent tn 1977. if neither the pur- 
chase of 2,000,000 shares nor the ac- 
quisition of Koracorp had taken place 
in 1979, long-term debt would have 
decreased to 10.4 percent of equity. 


Effect of Currency Fluctuations 
The primary recorded effects on earn- 
ings of currency fluctuations and for- 
eign exchange transactions — referred 
to as exchange gains or losses — 

are included in Interest and Other In- 
come, Net. These exchange gains or 
losses result principally from translating 
foreign currency financial statements 
into U.S. dollars following a change in 
exchange rates. Gains and losses on 
Specific foreign exchange contracts are 
also classified as exchange gains or 
losses. 


As noted earlier, the devaluation of a 
foreign currency relative to the U.S. dol- 
lar can result in a write-down of the 
foreign inventory expressed in (trans- 
lated into) U.S. dollars. Such write- 
downs are necessary to properly state 
these inventories at lower of cost or 
market and are in line with the com- 
pany policy of maintaining normal 
gross profit margins on all inventories. 
These amounts are charged to Cost of 
Goods Sold and therefore reduce Gross 
Profit. 
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In 1979, the net effect of currency fluc- 
tuations and resulting inventory write- 
downs was a reduction in net income 
of $15.1 million, equal to 36 cents a 
Share. The comparable reduction in 
1978 and 1977, respectively, was $9.7 
million, equal to 22 cents a share, and 
$8.5 million, equal to 19 cents a share. 


In addition, gross and net margins 

in all the periods benefited from the 
weakening of the U.S dollar against 
currencies in certain countries in which 
the company does business. In 1978 
this factor more than offset the nega- 
tive items noted above, resulting in 

an overall positive impact on the 
profitability of the company. 


Dividends 

For the past three years, quarterly divi- 
dends declared per share have been as 
follows: 


L979 eel 7S 


5.22755) 59.20. 
225 .20 Oke) 
TAT: .20 A) 
PATS) .20 hl) 


$1700) =s.80. 


Fiscal Quarter 
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Quarterly Results 
Quarterly results for the years 1979, 
1978 and 1977 were as follows: 


Quarters Year 
(IN Millions Except Per Share Data) 

1979 First Second Third Fourth 

Sales $397.6 $494.5 $579.4 $631.5 $2. 103a 
Gross Profit 154.6 185.4 27.9 235.9 793.8 
Net Income Byen 44.8 552 5377, (915 
Net Income Per Share 86 1.10 1.36 1.28 4.58 
1978 

Sales S373 $381.0 $471.9 $457.8 $1,682.0 
Gross Profit 137-5 143.4 174.4 168.3 623.6 
Net Income S24, 30:7 41.4 40.2 145.0 
Net Income Per Share 14 69 93 91 3.28 
1977 

Sales $310.6 $392.5 $433.4 $422.8 SE559S 
Gross Profit 114.1 138.4 153.1 156.9 562.6 
Net Income 26.2 33.4 36.1 34.1 129.8 
Net Income Per Share Sy) 75 82 77 295 


The second, third and fourth quar- 

ters of 1979 reflect the purchase of 
2,000,000 shares of common stock. The 
fourth quarter reflects the acquisition of 
Koracorp and was also favorably im- 
pacted by an income tax relief related 


At its July, 1979 meeting, the board 
of directors implemented a policy of 
considering changes to the dividend 
rate in July of each year. 
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to inventories in the United Kingdom. 


In 1978 the fourth quarter perfor- 
mance was favorably affected by a 
reduced effective tax rate and foreign 
currency fluctuations. 


Common Stock Price 

The market prices of Levi Strauss & Co. 
common stock during 1979, 1978 and 
1977 were as follows: 


Fiscal Quarter 1979. 
High Low 
| 2138 1eZ 
Z 2512 20 2 
3 3134 23 3/4 
4 34/2 2/38 


1978 1977 
High Low High Low 
1514 135/8 153/8 125/8 
187% 13 % 15 125/8 
1914 16 15% 13 
193/8 1534 152 12 2 


GEOGRAPHIC AREAS 


Levi Strauss & Co. and Subsidiaries 


(Dollar Amounts in Thousands) 


1979 1978 1977 1976 
Net Sales to Unaffiliated United States $19338,93255 6S 1/087,820 5 31072373 85 863/800 
Customers: Europe a2 739 314,860 Heide alles 146,066 
Other International S]5)|\4i6is 219339 249 554 209,875 
SZ NOS 09 wl, O8Z,019" esi 559.8415 si/2193741 
Sales Between Operations: United States $ 671 S ares TAD |S 3,497 
Europe 121 108 — — 
Other International 2257 28/512 31295 10,231 
Sa 237303,0 920,037 2 5! 6320440 > Ouse 28 
Total Sales: United States $1/339,603) $13087,837. ~ $1,073;)122) >" 8677297 
Europe 412,860 314,968 237,414 146,066 
Other International 374,009 307,851 280,849 220,106 
Eliminations (23,363) (28,637) (32,044) (13,728) 
SZ 1024109 ee S1h002,019ee 51-559 54s 1219741 
Profit Contribution Before United States $245,993 S200 5180 S9235/589 9 oe 90014 
Corporate Expenses and Europe 95,058 77,200 54,966 24791 
Interest Expense: Other International 48518 86,074 14,068 13,951 
$9309569 65. 313,792. Ss 304,623) ss 5228/50 
Other Charges to Income: Corporate expenses, net Ss oven 22,245 01, OOF aang: 7/75 
Interest expense 12,449 TeZs 20,048 12,156 
Sea 020 S993 3,423 — §S- 34,0577 es 21,931 
Income Before Taxes Soe 545549) 58200, 309) S209, 9665 206,825 
Assets: United States Seo a2 Su toD0e/ SFIS O22" i> 9343 454 
Europe 205,582 124,435 107,082 67,401 
Other International 194,382 151,818 IBS C19 133,510 
Corporate 216,013 241,934 164,730 133,669 
SeZ el 9 es 973,074 624153.) 678,034 


No single customer accounts for 10% or more of net sales. Sales from the United States to foreign unaffiliated customers are 
immaterial to total trade sales. In the International operations, profit on sales between divisions is recognized by the opera- 
tion making the final sale to unaffiliated customers. 
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10-YEAR FINANCIAL SUMMARY 
Levi Strauss & Co. and Subsidiaries 


(Dollar Amounts in Millions Except Per Share Data) 


Year Ended November: 


Per Share Data? 
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1979 197 
Net Sales $2,103.1 $1,68. 
Gross Profit $ 793.8 S 62: 
Interest Expense 12.4 i 
Income Before Taxes 345.6 28( 
Provision for Taxes on Income 154.1 13! 
Net Income $195 S$ 14! 
Earnings Retained in the Business S13el S$ 11 
Cash Flow Retained in the Business 176.9 P 
Income Before Taxes as % of Sales 16.4% 1¢ 
Net Income as % of Sales 9.1% é 
Net Income as % of Beginning Stockholders’ Equity 33.3% 3 
Current Assets $1,047.1 Se: 
Current Liabilities 489.7 30. 
Working Capital 557.4 52 
Ratio of Current Assets to Current Liabilities 2.14/1 2.73 
Long-Term Debt—Less Current Maturities $6999 Su @ 
Stockholders’ Equity 681.2 57) 
Capital Expenditures Ss Sis S$ 4. 
Depreciation 18.2 I 
Property, Plant & Equipment—Net 188.5 14 
Number of Employees 44,700 35) 
Net Income $ 4.58 a 
Cash Dividends Declared 1.00 : 
Book Value (on Shares Outstanding at Year End) 16.50 Fe 
Market Price Range 34/2-17 193/g-13 
Average Common and Common Equivalent 
Shares Outstanding 41,784,058 44,229,8 


1 Restated in accordance with the requirements of the Financial Accounting Standards Board Statement 


on Accounting for Leases. 


2 Working capital provided by operations minus dividends declared. 


3 Share and per share data adjusted for two-for-one stock split effected December 10, 1979. 


1977 1976! 1975 1974 1973 1972 1971 1970 
$1,559.3 Si 219-7 $T,015.2 $ 897.7 $ 653.0 $ 504.1 $ 432.0 $ 349.5 
$ 562.6 $ 439.9 S 347.4 7/55 S$ 184.4 $ 160.3 $ 129.6 SattZ 0 

20.0 ARs 13.1 13.7 10.1 43 44 44 
270.0 206.8 136.7 FZ 33.8 48.1 357. 37.7 
140.2 102.1 71.9 379 22.0 23.0 16.0 19.1 
§ 129.8 $ 104.7 S 64.7 S$ 349 Saki? Ss 25.0 S197 § 18.6 
S$ 108.0 S$ 948 S$ 58.6 Sie athe Ss 66 $ 209 Sy GN S157 
128.7 110.6 71.7 45.7 ees 28.6 225 20.6 
17.3% 17.0% 13.5% 8.1% 5.2% 9.5% 8.3% 10.8% 
8.3% 8.6% 6.4% 3.9% 1.8% 5.0% 46% 5.3% 
35.8% 39.5% 31.4% 19.8% 7.0% 16.8% 23.2% 26.8% 

$ 694.2 $7570:1 S$ 407.6 S$ 383.5 S$73055 § 252.4 $ 202.8 $ 169.0 

263.5 226.6 155.4 188.1 155.7 98.2 67.9 87.9 

430.7 343.5 Fda VAs 195.3 149.8 154.2 134.9 81.1 

2.63/1 252K 2.62/1 2.04/1 1.96/1 Zor Bae 54 i 1.92/1 
S$ 80.6 e702 Se 4687 Se 722 S$ 48.1 S$ 37.6 S$ 284 S$ 254 

463.9 362.4 265-2 206.0 176.4 169.7 148.8 85.0 
Yin 1.4 Sa 195 S$ 10.4 $243 S788 $ 17.6 Sere § 145 

ry 11.6 9.3 9.7 8.3 6.4 5.1 43 

119.3 102.4 82.1 82.3 68.0 48.0 39.6 Fe ©: 

37,200 32,500 29,700 30,100 29,100 25,100 21,400 18,900 
§ 2.93 S235 x ee bie $ 80 SY 7, Seve S$. 47 S$ 48 

50 23 14 a 2 10 .08 .08 

10.66 8.25 6.08 4.73 4.05 3.90 3.42 ZAy. 

1I5%-12 2 133/-9 1034-3 55/83 8 1212-414 15-1012 16 /g-8 3/8 — 
44 257,346 44 476,748 43,899,028 43 520,320 43,520,320 43 520,320 42 344,000 38,644,000 
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CONSOLIDATED BALANCE SHEETS 
Levi Strauss & Co. and Subsidiaries 
(Dollar Amounts in Thousands) 


November 25, 


November 26, 


Assets 


Equity 


| 


1979 1978 
Current Assets: 
Cash $ 27,454 S 34,866 
Temporary investments of cash (95,297 ZIP 955 
Trade receivables (less allowances for doubtful 

accounts: 1979— $8,340; 1978— $5,489) 340,131 241,125 
Inventories: 

Raw materials and work-in-process 216,820 135,146 

Finished goods 225,001 163,348 
Other current assets 427-4)a 27187) 

Total current assets >104 7114 $824,227 
Property, Plant and Equipment (less accumulated 
depreciation: 1979—$101,989; 1978— $88,707) 188,495 1413319 
Other Assets 55,510 8,328 
SI,Z9E N19 $973,874 
Liabilities and Stockholders’ Current Liabilities: 
Current maturities of long-term debt $ 15,832 3279764 
Short-term borrowings Beers 11,623 
Accounts payable (54,927 89,102 
Accrued liabilities 83,802 65,962 
Salaries, wages and employee benefits 85,181 57,550 
Taxes based on income 85,069 59,662 
Dividends payable 11,357, 8,757 
Total current liabilities $489,705 $302,405 — 
Long-Term Debt—Less current maturities Ss 99AIZ26 $ 83,2925) 
Deferred Liabilities S 21/098 $ 12,8599) 
Stockholders’ Equity: 
Common stock— $1.00 par value: 

Authorized 50,000,000 shares; 

Issued 21,999,404 shares S21 997 SVP alee 
Additional paid-in capital 82,424 71,895 
Retained earnings 636,010 4849478 

s 740,433 $578,841 
Less treasury stock, at cost: 1979—1,354,949 
shares; 1978—111,621 shares 59,243 33,0238 
Total stockholders’ equity S 681,190 $575,316 
SUZ90 9 


The accompanying accounting policies and notes to consolidated financial statements are an integral part of these balance sheets. 
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$973,874 


CONSOLIDATED STATEMENT OF INCOME 
Levi Strauss & Co. and Subsidiaries 
(Dollar Amounts in Thousands Except Per Share Data) 


Year (52 weeks) Ended 


November 25, 


November 26, 


1979 1978 
Net sales $2,103,109 $1,682,019 
Cost of goods sold 1,309,263 1,058,439 
Gross profit S$ 793,846 S 623,580 
Marketing, general and administrative expenses 464,086 344/550 
Operating income $329,760 S279 044 
Interest expense 12449 178 
Interest and other income, net (28,238) (12,503) 
Income before taxes $ 345,549 $ 280,369 
Provision for taxes on income 154,095 135,400 
Net income $ 191,454 $ 144,969 
Net income per share* S 4.58 s 3:20 
Average common and common equivalent 
shares outstanding* 41,784,058 S22 FOU 
CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY 
Levi Strauss & Co. and Subsidiaries 
(Dollar Amounts in Thousands Except Per Share Data) 
Additional 
Common Paid-In Retained Treasury 
Stock Capital Earnings Stock 
Balance November 27, 1977 $2:13999 S73178 $374,950 S5(6.272) 
Net income 144,969 
Purchases of treasury stock (3,611) 
Shares issued to employees (1,283) 6,360 
Cash dividends declared 
($.80 per share*) (34,972) 
Balance November 26, 1978 SZ1,979 S71L895 $484,947 $73,523) 
Net income 191,454 
Purchase of treasury stock (87,451) 
Shares issued to employees (2,444) 7,443 
Shares issued in connection 
with acquisition 12.9735 24,288 
Cash dividends declared 
($1.00 per share*) (40,391) 
Balance November 25, 1979 S219 99 $82,424 $636,010 $(59,243) 


“Adjusted for two-for-one stock split effected December 10, 1979. 


The accompanying accounting policies and notes to consolidated financial statements are an integral part of these statements. 
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Levi Strauss & Co. and Subsidiaries 
(Dollar Amounts in Thousands) 


Year (52 weeks) Ended 


November 25, 


November 26, 


1972 1978 
Working Capital Provided By: Operations: 
Net income 2191454 2144,969 
Add items not currently involving 
working capital: 
Depreciation and amortization 20,430 17,606 
Other, net 5,380 (2,140) 
Working capital provided by operations $217,264 $160,435 
Common stock issued in acquisition 
of Koracorp Industries Inc. 37,261 _ 
Proceeds from long-term debt 8,400 14,411 
Common stock issued to employees 4972 5,077, 
Working capital provided $267,924 $179,923 
Working Capital Used For: Additions to property, plant and equipment Seney Pe $ 42,863 
Cash dividends declared 40394 34972 
Acquisition of Koracorp Industries Inc. 
(less working capital of $34,961): 
Property, plant and equipment Wh gAb ys — 
Other assets 4,885 oo 
Goodwill 3934) — 
Long-term liabilities assumed (26,054) — 
Purchases of treasury stock 87,451 3,611 
Reductions in long-term debt 15,505 11,766 
Other, net 1,862 (4,379) 
Working capital used $232,337 $ 88,833 
Increase in working capital $735,067, $ 91,090 
Increase (Decrease) in Working Cash and temporary investments of cash $(32,070) S 93,880 
Capital, Represented by Trade receivables, net 99,006 37,886 
Change in: Inventories 1433327 4391 
Other current assets 12,624 (6,188) 
Current maturities of long-term debt 
and short-term borrowings (48,003) 20,290 
Accounts payable and accrued liabilities (83,667) (51,983) 
Other current liabilities (55,630) (7,186) 
Increase in working capital Soper $91,090 


The accompanying accounting policies and notes to consolidated financial statements are an integral part of this statement. 
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ACCOUNTING POLICIES 
(Dollar Amount in Thousands) 


Principles of Consolidation The consolidated financial statements include the accounts of the Company and 
all its subsidiaries. 


Inventory Valuation Inventories are valued substantially at the lower of average cost or market. Market 
is based on anticipated selling price less allowances to maintain the Company's 
normal gross margin for each product line. 


Leases Capital leases are recorded in the accounts as assets and related obligations. 
Operating leases are recorded as charges to income in the period when rentals 
are due. 

Depreciation Methods Depreciation is generally computed on a Straight-line basis over the estimated 


useful lives of the related assets. 


Retirement Plans Pension costs include the cost of current service and the amortization of 
unfunded past service liabilities over periods of up to sixteen years. Pension 
costs normally are funded as accrued. 


Income Taxes Deferred income taxes are provided on timing differences in the recognition of 
income and expense for tax and for financial statement purposes. The Company 
does not provide for taxes which would be payable if the net cumulative undis- 
tributed earnings ($174,753 at November 25, 1979) of its foreign subsidiaries were 
remitted to the Company. Normally such earnings are reinvested in the subsidiary 
Operations unless it is advantageous for tax or foreign exchange reasons to remit 
a Subsidiary’s earnings. The tax on these earnings, if remitted, would in large part 
be offset by existing foreign tax credits. 


Net Income Per Share Earnings per share are calculated on the basis of the average number of com- 
mon shares outstanding for the period including a minor dilutive effect of stock 
options granted and outstanding. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(Dollar Amounts in Thousands Except Per Share Data) 


Operations 


Information concerning the Company's domestic and foreign operations (all in the 
apparel industry) may be found on page 19. These results include the effect of 
exchange losses of $3,324 in 1979 and $2,263 in 1978. Also, as a result of cur- 
rency devaluations, inventory values, as expressed in U.S. dollars, were reduced 
by $11,762 in 1979 and $7,438 in 1978 to maintain normal gross margins. Sub- 
stantially all of these amounts, which totaled $15,086 in 1979 and $9,701 in 1978, 
affect the profit contribution from international operations. 


Acquisition 


Effective September 10, 1979, Koracorp Industries Inc. (Koracorp) was merged 
into Diversified Apparel Enterprises, Inc. (DAE), a wholly owned subsidiary of the 
Company. The total consideration of approximately $70,000, excluding expenses, 
consisted of $32,747 in cash, $34,000 in shares of the Company’s common stock 
(555,413 shares) and $3,261 which represented the value, net of option price, 
which may be payable in the future in additional shares of the Company's com- 
mon stock issuable upon exercise of Koracorp employee stock options which 
were assumed by the Company. Koracorp, now DAE, is principally engaged in 
the manufacture and sale of apparel. The transaction has been accounted for as 
a purchase and, accordingly, the operations of DAE are included in the consoli- 
dated statement of income from the date of acquisition. The excess of the pur- 
chase price over the fair value of the net assets acquired (goodwill) of $39,341 

is being amortized, using the straight-line basis, over fifteen years. 


The following table summarizes, on an unaudited pro forma basis, the results 
of the Company's operations as though Koracorp had been acquired at the 
beginning of fiscal year 1978: 


1979 1978 
Net sales $2,234,384 $1,864,614 
Net income 19Spiit 148,679 
Net income per share (adjusted for 
two-for-one stock split) 4.56 Sez 


Property, Plant and 
Equipment 
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The components of property, plant and equipment, including both leased and 
owned assets Stated at cost, are shown in the table below: 


1979 1978 

Owned Leased Owned Leased 
Land S$ 7,490 S998 $ .5,444 Sint7is 
Buildings and leasehold 

improvements 95,731 ZI AGS 81,363 24,506 

Machinery and equipment 137,548 6,441 109,262 7,108 
Construction in progress 145793 _ 1,628 — 

$255,562 $34,922 $197,697 332,327 
Less accumulated depreciation 92,039 9,950 72321 9,386 

$163,523 924,772 S118;376 $22,943 = 


Depreciation expense for 1979 and 1978 amounted to $18,224 and $16,126, 
respectively. 


Income Taxes 


The provision for taxes on income consists of: 


Federal State Foreign Total 
1979 
Current $96,564 $10,072 $46,540 Sse yi Ue. 
Deferred YAS a) (126) 4209 wile, 
$93,320 Seto $50,829 > 154,07) 
1978 
Current $85,870 $ 8118 SIZ322 $136,310 
Deferred (1,476) (45) 611 (910) 
584.394 S58;073 SVATE $135,400 


The Company's effective income tax rate was 44.6% in 1979 and 48.3% in 1978. 
The difference between the effective rates and the U.S. Federal income tax rate 
of 46.19% in 1979 and 48% in 1978 is due primarily to the effect of foreign cur- 
rency fluctuations, state income taxes, the incurrence and utilization of foreign 
operating losses and various differences in tax regulations between foreign 
countries and the United States. 


Short-Term Borrowings 
and Lines of Credit 


Short-term borrowings and unused lines of credit are summarized below: 


1979 1978 
During the Year: 
Average borrowings S745 456 $923,023 
Average interest rate 12.1% 14:5% 
Maximum borrowings based on month-end 
balances 3. 5935/535 $43,419 
At November 25, 1979 and November 26, 1978: 
Total borrowings $° 53,535 s*11,623 
Average interest rate 10.7% 8.2% 
Unused lines of credit: 
Domestic $111,000 $ 70,000 
Foreign $169,000 $180,000 


The domestic lines provide for borrowings on renewable short-term notes at 
bank prime interest rates. The foreign lines provide for borrowings on both re- 
newable short-term notes and on an overdraft basis at varying rates. The most 
common terms of the credit lines with domestic banks include an average annual 
compensating balance requirement of 10% of the line of credit or 20% of the 
amount borrowed, whichever is greater. These compensating balances, which are 
not legally restricted, are available to the Company for operating purposes and 
are compensation to the banks for other services. Credit arrangements with 
foreign lenders generally have no compensating balance requirements. 
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Long-Term Debt 


Long-term debt is summarized below: 


1979 1978 
Secured by Properties: 
Notes payable, 4% to 22%, due in installments 
through 2003 S 25,017 $18,719 
Capital leases due through 1997 26,003 23,436 
S 517020 $42,149 


Unsecured: 
Notes payable to an insurance company, 
834%, due in annual installments of 
$2,960 through 1991 35,200 38,160 
Note payable to bank, assumed in the acquisition, 
134% over prime (minimum of 8%, maximum 
of 10% per annum), due in annual installments 


of $2,000 through 1987 16,000 — 
Other unsecured indebtedness 12,738 12,724 
Total long-term debt $114,958 >93/033 

Less current maturities 15,832 9,741 
$ 99.126 $83,292 


At November 25, 1979 and November 26, 1978 the original cost of properties 
pledged to secure indebtedness was $67,409 and $55,298, respectively. 


The Company's principal debt agreement, among other things, limits the declara- 
tion of dividends (other than stock dividends) and the redemption of its capital 
stock. Under this agreement, the amount of retained earnings so restricted and 
the minimum amount of working capital which must also be maintained are 
substantially below current levels. 


The aggregate long-term debt maturities for the next five years are: 


Year Principal Payments 
1980 $15,832 
1981 10,784 
1982 8,670 
1983 8,835 
1984 Thee)! 


Incentive Plans 


The Company’s Management Incentive Plan is based on achieving specified levels 
of profit and return on investment and on individual employee performance. 
Under the Plan, aggregate incentive awards in any year may not exceed 6% of 
the excess income before taxes over 15% of beginning stockholders’ equity. The 
awards for 1979 and 1978 were $5,498 and $2,893, respectively, which were 
Significantly below the maximum amounts allowable. 


Retirement and Savings Plans 
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The Company and certain of its subsidiaries have contributory profit sharing and 
noncontributory profit sharing, pension and employee retirement plans which 
provide retirement benefits for their employees except those covered by multi- 
employer union plans. At November 25, 1979 unfunded past service costs of 
such plans approximated $27,160. 


The corporate Pension Plan and Employee Retirement Plan provide for 
contributions to actuarially fund defined employee retirement benefits. 


Subject to certain limitations, the corporate Profit Sharing Plan requires a 
minimum annual contribution of approximately 3% of income before taxes 
and contributions to the Plan. 


The Company also has a Stock Purchase and Investment Plan to which partici- 
pating employees may make voluntary contributions of up to 10% of their earn- 
ings and may designate up to one-half of their contributions to be invested 

in Company stock. Unless there is a loss, the Company makes an additional 
contribution of 50% of the voluntary employee contributions designated for 
purchase of Company stock. 


The aggregate cost of all these plans for 1979 and 1978 totaled $27,611 and 
$23,432, respectively. 


Common Stock Changes in shares of common stock are summarized below: 
Treasury 

Issued Stock Outstanding 

Balance November 27, 1977 21,999,404 (238,938) 21,760,466 

Purchases of treasury stock — (110,889) (110,889) 

Shares issued to employees _ 238,206 238,206 

Balance November 26, 1978 21,999,404 (1162 1) 21,887,783 

Purchase of treasury stock — (2,000,000) (2,000,000) 

Shares issued to employees — ZOIZ59 ZO0NEZ59 
Shares issued in connection 

with acquisition — See she) DIAS 

Balance November 25, 1979 21,999,405 (ips o4949) 20,644,455 


The treasury stock is available for issuance under the Company's Stock Option 
Plans, Stock Incentive Plan (Stock Service Award Program) and for future 
acquisitions. 


Effective December 10, 1979 the Board of Directors approved a two-for-one stock 
split. As a result, certain financial information, including net income and dividends 
per share and average common and common equivalent shares outstanding, has 
been adjusted for the split. 


Stock Options All share and per share information in this note has been adjusted for the two-for- 
one stock split. See Notes to Consolidated Financial Statements (Common Stock). 


The Company has four stock option plans —the 1971 Plan, the 1976 Plan and 
two Koracorp Plans assumed in the acquisition. The stockholders have approved 
the 1971 and 1976 Plans under which qualified and non-qualified options have 
been granted to eligible employees at the fair market value on the date of grant. 
These plans allow the option holders to purchase up to 4,000,000 shares of the 
Company's common stock. The Koracorp Plans assumed under the merger have 
qualified options which allow the option holders to purchase up to 143,768 
shares of the Company's common stock. All options become exercisable in 
installments with the qualified options expiring in five years and non-qualified 
expiring in ten years. 
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The 1971 and 1976 Plans also permit the granting of stock appreciation rights 

in connection with the granting of non-qualified options. Subject to certain 
limitations, such rights permit grantees to surrender a portion of their shares 
under option and receive cash or shares in the amount of the excess of the then 
market value over the option price of the shares surrendered. 


The following summary sets forth activity under the Plans for the year ended 
November 25, 1979: 


Shares Available Under 


Stock 
Options with 
Stock Appreciation Option 
Options Rights Price 
Outstanding at November 26, 1978 1,497,638 250,000 $ 4.19-17.03 
Granted 608,860 172,400 171922747 
Assumed in the acquisition 143,955 —- 3.55-16.08 
Exercised (354,688) — 3.96-17.03 
Cancelled (60,750) (12,000) 6.50-17.03 
Outstanding at November 25, 1979 1,835,013 410,400 S 3.55-2747 


At November 25, 1979 the total options outstanding on 1,835,013 shares include 
those granted with stock appreciation rights. Options on 561,474 shares were 
exercisable and 1,052,672 shares were available for subsequent grant. 


Leases 
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The Company and its subsidiaries are obligated under both long-term capital and 
operating leases for real estate (office space, warehouses, plants and other facilities) 
and equipment, primarily vehicles and computers. 


At November 25, 1979 the Company was obligated as follows: 
Type of Lease 


Capital Operating 


Minimum Lease Payments: 
Year Ended November 


1980 934458 S 20,264 : 


1981 3,419 16,543 
1982 3,050 13,547 || 
1983 2,462 11,364 
1984 2,208 9329 
Remaining years 16,016 44,593 
Total minimum lease payments $31,613 $115,640 | 
For Capital Leases: 
Less estimated executory costs 1,230 
Net minimum lease payments $30,383 
Less amount representing interest 4,380 


Present value of net minimum lease 
payments — see note on Long-Term Debt $26,003 


In general, leases relating to real estate include renewal options of up to twenty 
years. Some leases contain escalation clauses relating to increases in executory 


costs. Total rental expense for operating leases was $26,938 and $23,224 for 1979 
and 1978, respectively. 


Commitments In late 1979 the Company entered into an agreement for the lease of a new 
headquarters, now under construction in San Francisco. The Company intends to 
move into the new facility in 1981 and will occupy approximately 500,000 square 
feet of office space. 


The Company has agreed to purchase, if so requested, its unregistered common 
| stock held in trust under the Employee Retirement Plan. Such shares would be 
| acquired at the market price. At November 25, 1979 a total of 89,793 such 

| shares were held in trust. 


Quarterly Data— Unaudited Summarized unaudited quarterly data for 1979 and 1978 may be found on 

page 18. 
Replacement Cost Information The Securities and Exchange Commission requires the Company to estimate and 
— Unaudited report information as to the replacement cost of its plant, equipment and inventory 


and the related impact on cost of sales and depreciation. The information was de- 
veloped based on broad guidelines and the basic hypothetical assumption that 
the Company would replace virtually all its worldwide productive capacity and 
inventory as of November 25, 1979. 


The results indicate that the estimated replacement cost exceeds the actual his- 
torical cost due to various factors which include general and specific price level 
changes, the economic life of the fixed assets and the turnover and costing sys- 
tem in the case of inventory. Historically, however, the Company has been able 
to successfully react to cost increases in maintaining a high level of profitability 
on sales. Detailed quantitative information relating to the estimated replacement 
cost amounts and the basis on which they have been calculated is included in 
the Company’s annual report on Form 10-K, a copy of which is available on 
request. 


Report of Independent Public Accountants 


To the Stockholders We have examined the consolidated balance sheets of Levi Strauss & Co. (a 
and Board of Directors Delaware corporation) and subsidiaries as of November 25, 1979 and November 
of Levi Strauss & Co.: 26, 1978, and the consolidated statements of income, stockholders’ equity and 


changes in financial position for the years then ended. Our examinations were 
made in accordance with generally accepted auditing standards and, accordindly, 
included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 


In our opinion, the financial statements referred to above present fairly the finan- 
cial position of Levi Strauss & Co. and subsidiaries as of November 25, 1979 and 
November 26, 1978, and the results of their operations and the changes in their 

financial position for the years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 


ARTHUR ANDERSEN & CO. 


San Francisco, California, 
January 3, 1980. 
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Service Plan 


The annual stockholders’ meeting will be held on Wednesday, April 2, 1980, at 
10:30 A.M. at the Masonic Auditorium, 1111 California Street, San Francisco, 
California. 


A copy of the company’s Form 10-K (filed with the Securities and Exchange Com- 
mission) is available without charge to any stockholder. Requests should be sent to 
Director of Investor Relations, Levi Strauss & Co., Two Embarcadero Center, San 
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Dividend Reinvestment and Cash Payment Plans are available to stockholders of 
Levi Strauss & Co. Information may be obtained from the Stock Transfer Division of 
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